L R

Ll

i LN

| 07005163\ M oaTA OMB APPROVAL
LT TR TR Y S ST S GECOMMISSION OMB Number: 3235-0123
Washington, D.C. 20549 Expires: February 28, 2010
Estimated average burden

ANNUAL AUDITED RprRT hours perrespense.. ... 12.00
FO ?’I\AIIR)SI: 1[;"|A‘ _ SEC FILE NUMBER

S T -L, ’ 8 28626

e e

FACING PAGE|
tion Required of Brokers and Dealers Pursuant to Section 17 of the

Securities Exchange Act of 1934 and Rule 17a-5 Thereunder
REPORT FOR THE PERIOD BEGINNING 02/01/06 AND ENDING 01/31/07
’ MAM/DDIYY . |RM/DD!YY

A. REGISTRANT IDENTIFICATION
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OATH OR AFFIRMATION

. William J Caldwell . swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial siatement and supporting schedules pertaining to the firm of
Tr Equa Capital Corporation

. s
, are true and correct. | further swear (or affirm) that
neither the company nor any partner, proprictor, principal officer or dircctor has any proprictary interest in any account
classified solely as that of a customer, except as follows:

of  January 31 , 2007

w‘ﬂTﬁ N Q,/;\ 3/07 Signature

President

Title

%ﬂm }’114 M Ve YNNE M. HOLT

Commission # 1703349

Notary Public %1} Notary Public - California

This report ** contains {(cheek all apphicable boxes): wam::vmzzmo
{a) Facing Page.
{b) Statement of Financial Condition,
{c) Statement of Income (Loss).
{d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors' Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
{g) Computation of Net Capital.

x
i
|
Kl
kx]
5|
(h) Computation for Determination of Reserve Requircments Pursuant to Rule 15¢3-3.
3
a
0
&l
3]
0

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Qath or Affirmation.
(m) A copy of the SIPC Supplemcntal Report.

(n} A rcport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

x  {0) Independent Auditor's Report on Internal Control
**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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. ALLEN,
HAIGHT &
MONAGHAN LLP

‘Certified Public Accountants

INDEPENDENT AUDITOR’S Ii{EPORT

+
i
]
1
]
!

The Stockholder
TRI EQUA CAPITAL CORPORATION

We have audited the accompanying statement of ﬁnanc1a1 condition of Tri Equa Capital
Corporatlon as of January 31, 2007 and the related statements of income, changes in
stockholder’s equity and cash flows for the year then ended that you are filing pursuant to rule
17a-5] under the Secunltles Exchange Act of 1934. Trhese financial statements -are the
respon51b1hty of the Company’s management. Our responSIblllty is to express an opinion on
these financial statements based upon our audit. y :

We conducted our audltlm accordance with audltmg standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of rnaterlal misstatement.
An audlt includes exammmg, on a test basis, evidence. supportmg the amounts and disclosures in
the ﬁnanc1al statements‘ An dudit also includes assessing jthe accounting principles used and
81gn1ﬁcant estimates made by management, as well as evaluating the overall financial statement
presentatlon We belleve that our audlt provrdes a reasonable basrs for our opinion.

|
I 1

In our oplmon the ﬁnancnal statements referred to above present fairly, in all material respects,

the financial position of Tri Equa Capital Corporation as of January 31, 2007, and the results of
its operatlons and its cash flows for the year then ended in conformlty with accounting principles
generally accepted in the United States of America.

. Our audlt was conducted for the purpose of forming an op1n10n on the basic financial statements

taken' as a whole. The supplementary information contamed in the accompanying schedules of
eomputatlon of aggregate indebtedness and net capital under Rule 15¢3-1 and other compllance
matters is presented for purposes of additional analysis and is not a required part of the basic
ﬁnanmal statements, but is supplementary information requlred by Rule 17a-5 under the
Securltles Exchange Act of 1934. Such information has been subjected to the audltmg
procedures applied in the audit of the basic financial staternents and, in our opinion, is fairly
stated i ‘in all material respects in relation to the basic ﬁna.nc;al‘statemenls taken as a whole.

[ LtP

|
March 12, 2007

Donald L. Allen » R. Eee Haight ®* Thomas F. Monaghan + Jay W Donovan * Mark C. Tackmann

2302 Marein, Suice 475 Irvme CA 92612 = (949) 852-9433 » FAX 6949) 852-9620 ¢ www.ahmcpas.com




TR1 EQUA CAPITAL CORPORATION
[

. . {
STATEMENT OF FINANCIAL CONDITION

JANUARY 31, 2007 .
ASSETS
Current assets:
Cash and cash equivalents $ 19,924
Co;mmissions receivable 51,955
Delferred income taxes (Note 2) : 1,779
;Total current assets ' 73,658
; ,
Prop'erty and equipment;, at cost:
Office equipment and furniture 19,767
Less: accumulaled:depreciation , {19,767)

‘Total property and:equipment, net : -

$ 73,658 ' ,
LIABILITIES AND STOCKIIOLDER’S EQUITY |
Current liabilities: | - C e ' N
Accrued wages and relatéd éxpénses 3 S $ 5,969
Commissions payable . EE . 28,059
' .t -
Total current liabilities ' - o 34,028
Commitments (Note 4)
i
Stoclfholder's equity:
Common stock, no ;Sar value, 1,000,000 shares authorized,

8,'000 shares issued and outstanding 8,000
Additional paid-in capital 61,341
Accumulated (deficit) (29,711)

39,630 -
‘ $ 73,658

I
The accompanying notes are an integral part of these financial statements.
2. :




Commission revenues

Operating expenses:

Accounting
Au;to
Bank fees

| .
Bond premiums

Bonus
Commissions
Contributions

Entertainment

Insurance

License and fees
Miscellaneous

Payroll taxes
| .
Penalties

Pension and profit sharing contribution (Note 3)
Postage and delivery

Promotional
Rent
Supplies
Telephone
Walges '

STATEMENT OF INCOME

YEAR ENDED JANUARY 31, 2007

-« -

Total operating expenses

Net income

Provision for income taxes (Note 2)

3

Income before provision for income taxes

3.

- TRIEQUA CAPITAL CORPORATION

$

510,793

9,000
15,429
78

364
5,000
223,162
100
1,410
24,853
3,490
703
13,961
217
2,785
2,107
502
10,800
9,966
1,909
178,229

504,065

6,728

2,482

$

The accompanying notes are an integral part of these financial statements.

4,246




- TRI EQUA CAPITAL CORP_ORATION

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

t

Balance E;t
January 31, 2006

Capital Contributions
Net income

Balance at
January;31, 2007
|

YEAR ENDED JANUARY 31, 2007

Additional Total
Common Paid-in Accumulated Stockholder's -
Stock Capital (Deficit) Equity
|
$ 8,000 $ 58,841 $ (33957) $ 32884
- 2,500 - . 2,500
- - 4,246 4,246
$ 8,000 $ 61,341 (29,711) g 39,630

©

- —

P : ; :
The accompanying notes are an integral part of these financial statements.

-4.
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" TRI EQUA CAPITAL CORPORATION

. STATEMENT OF CASH FLOWS

YEAR ENDED JANUARY 31, 2007

i

- Cash flows from operating activities:

Net income - $ 4,246
Adjustments to reconcile net income to net cash provided by
operating activities: - :

‘Deferred income tax expense 1,682
:(Increase) decreasé in:

i Commissions receivable (1,137)
Ilncrease (decrease) in:

+ Accounts payable (2,187)
* Accrued wages and related expenses (392)
" Commissions payable ' (872)

Net cash provided by operating activities ! " 1,340

| |
I ! o
Cash flows from financing activities:

Capita] contributions B ﬁ ) o _ ‘ 2.500
. 4 T T :
I\fet cash provided by financing activities | 2,500
Net increase in cash ahci éaéh'eqﬁivalents - | o 3,840
!
Cashf and cash equivalerglts, beginning of year 16,084
Cash% and cash equivaleﬁts, end of year | $ 19,924

]
i

i ' .
Supplemental Disclosure of Cash Flow Information:
1 i

| :
Cash paid during the year for:

1Inc0me taxes _ $ 800

The accompanying notes are an integral part of thése financial statements.
! 5.




" TRI EQUA CAPTIAL CORPORATION
' NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JANUARY 31, 2007

NOTE 1 - SUMMARY CF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Tri Equa Capital Corporatlon (the “Company”) operates as a 'broker/dealer for the sale of mutual
funds; variable annuities, variable life insurance, and limited partnersh1p products primarily in
Southern California..’ The Companywoperates under the |prov151ons of Rule '15¢3-1 of the
Secuntles Exchange"Act of 1934. - Addttlonally,\the Company operates under provisions of
paragraph (k)(1) of Rule:15¢3-3 of the Securities and Exchange Commission and, accordingly, is
exempt from-the remammg prov151ons of ‘that' Rule .The requirements of paragraph (k)(1)
provide that the Company will ‘carry no’ margin accounts, plromptly transmit all customer funds
and dellver all securities received in connection with its activities as a broker/dealer does not
hold funds or securities for, or owe money or securttles to, customers, and effectuates all
ﬁnanc1al transactions with its customers through a bank account designated as a spemal account
for the exclusive benefit of its customers.

Use of Estimates

The preparatton of ﬁnanc1al statements requires management to make estimates and assumptlons_
that affect the reported amounts of assets and liabilities and disclosure of contmgent assets and
hab1ht1es at the date of the financial statements and the reported amounts. of revenue and
expenses during the reporting period. Actual results could dtffer from those estimates.

Cash and Cash Equivalents
' i

For purposes of the statement of cash flows, the Company considers money market funds to be
cash equivalents.

Commissions Receivable

|

1
The Company utilizes, the allowance method of accounting for losses from uncollectible
accounts Under “this method, an allowance is prov1ded| based upon historical experience,
management s evaluatlon of outstanding commissions receivable, and the specific assessment of
the collectibility of past due accounts at the end of each year. Individual uncollectible accounts
are wrttten off against the allowance when collection of the mdmdual accounts appears doubtful.

At January 31, 2007, management determined that an allowance is not con51dered necessary.




, TRI EQUA CAPTIAL CORPORATION
'NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JANUARY 31, 2007

: i i
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
. 1 ' ;

Property and Eguigment,L and Retated Depreciation and Amor"tization
I

Property and equipment are stated at cost. Major renewals and 1mprovements are charged to the
property accounts, while replacements, maintenance, andl repairs which do not extend the
estrmated useful life of the respective assets, are expensed currently.

At the time properties are sold or otherwise disposed of, the property and related accumulated
depreelatlon accounts are relieved of the applicable amounts and any gain or loss is recorded.
Depreciation is computed using the straight-line method over the estimated useful lives of the
respective assets. The estimated useful lives of the assets are as follows:

! Description Estimated Useful Life
| Office equipment and furniture ! 5-7 years

i
Revenue Recognition

|
Commissions and related expenses are recognized on the settlement date. At January 31, 2007,
there \were no transactions executed but not yet settled. tAccordmgly, there is no material
difference from recording commission income on a trade date basis.

Income Taxes

The Company accounts for income taxes in accordance with Statement of Financial Accounting
Standards No. 109, Accountmg for Income Taxes, whlch| requires the use of the "liability
method" of accounting for income taxes. Accordingly, deferred income taxes result primarily
from temporary differences between tax and financial reportmg methods.

e S T B
1. R TR S L AR P . )




" TRI EQUA CAPTIAL CORPORATION
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JANUARY 31, 2007

NOTE 2 - PROVISION FOR INCOME TAXES

The provision for income taxes for the year ended January 31, 2007 consisted of the following:

Current income tax expense:

Federal $ -
State i 800
. o “‘ * ) f—. “ ’ . ) " 4 % .
' ' 800
Deferred income tax expense (benefit): )
Federal A “ 1,897
State . ‘ | (215)
; ' , , 1,682
| | " $ 2482

The deferred tax assets and liabilities in the accompanying statement of financial condition
consisted of the following: '

Currept deferred.income taxes: .
Deferred income tax assets $ 1,779
Valuation allowance -

1,779
Deferred income tax liabilities -

Net deferred tax asset $ 1,779

The current deferred income tax assets result from state franchlse taxes accrued for financial
reporting purposes and ,deducted for federal tax purposes in the subsequent’ year and net
operatmg loss carryforwards Federal operating loss ca.rryforwards of approximately $7,100 will
explre in 2024, if unused: State operating loss carryforwards of approximately $6,800 will expire
in 2014 and 2015, respectlvely, if unused.

The Company’s provision for income taxes differs from the expense that would result from
applying statutory rates: to income before income taxes because of permanent differences
between book and taxable income.
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- TRI EQUA CAPTIAL CORPORATION
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JANUARY 31, 2007

NOTE 3 - EMPLOYEE BENEFIT PLAN

The Company has a 401(k) employee savings plan (the “Plan”) covering substantially all eligible
employees. Under the Plan, employees may elect to defer a percentage of their salary, subject to
Internal Revenue Code limits. Employer contributions are discretionary up to a maximum
amount allowed by law. The Company made $2,785 in contributions to the Plan for the year
ended January 31, 2007.

NOTE 4 - COMMITMENTS

The Company leases its office facilities under the terms of a non-cancelable operating lease

which expires in November, 2007. Monthly rental payments under this non-cancelable operating :

lease are $868, and total rent expense for the year ended January 31, 2007, was $10,800.

Aggregate minimum lease payments under non-cancelable operatmg leases subsequent to
January 31, 2007 are as follows:

2008 $ 8,680

NOTE 5 - NET CAPITAL REQUIREMENTS °

The Company is subject to the Uniform Net Capital Rule of the Securities :and Exchange
Commisston (Rule 15¢3- l) which requires the maintenance of a minimum amount of net capital
and that the ratio of aggregate indebtedness to net capital, both of which are defined, should not
exceed 15 to 1. The Rule also provides that equity capltal may not be withdrawn or cash
dmdends paid if the resultmg net capital ratio would exceed 10 to 1. At January 31, 2007, the
Company had net capital and net capital requirements of $10,444 and $5,000, respectlvely In
addition, at January 31, 2007 the Company's net capital ratio is 3.3 to 1.
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TRI EQUA CAPITAL CORPORATION

COMPUTATION OF AGGREGATE IIi\‘DEBTEDNESS
AND NET CAPITAL UNDER RULE 15C3-1

YEAR ENDED JANUARY 31, 2007

Aggregate indebtedness:

Accrued wages and related expenses

5,969
Co,mmissions payable 28,059
‘ 34,028
Net eapital:
To;tal stockholder's equity from statement of financial conéiition 39,630
Commissions receivable, non-allowable (27,407)
Deferred income tax assets (1,779)
; 10,444
Minimum net capital requirement 5,000
Net eapital in excess of minimum requirement 5,444
Ratio of aggregate indebtedness to net capital - 33t01

+ ¥ 4

There were no material dlfferences betwéen thie amounts represented in the computatlon of net
capltal set forth above and the amounts as reported in the Company audited Part 11 focus report.
Net capital as stated above differed from the amount reported in the focus report by $2,388,

- which relates to adjustments to income tax expense and accrued wages and related expenses.

i The accompanying notes are an integral part of these financial statements.
| -10 -
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" TRI EQUA CAPITAL CORPORATION
OTHER COMPLIANCE MATTERS

| 'YEAR ENDED JANUARY 31,2007

1 t
"

1. Computation of Reserve Requirements Pursuant to Rule 1;503-3

Because the Company does not hold funds or securitie:s for the amount of any customers,
as defined by Secﬁrities and Exchange Commission Rule 15c3 3, no reserve is required

and this schedule is not applicable. Consequently;. a reserve requ1rement was not =

calculated in Part [I of Form X-17A-5 of this Company s FOCUS report as of January 31,
2007 and reconcﬂlatlon to that calculation is not 1ncluded herein.
o R |

2. Infpmiation Relating to Possession and Control Requirenients under Rule 1503-_3
l t i ’
The Company is exempl from Rule 15¢3-3 under the exceptive prowsnon of sectlon (k)(l)
and accordingly, has no possess1on or control requirements.

. - . N ]
"o oy N o 1/, LN
LR 7’1 AR
|

The accompa.nymg notes are an mtegral part of these ﬁnanc1al statements.




, ‘ ALLEN, -
& HAIGHT &
MONAGHAN LLP

Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL

The Stockholder
Tri Equa Capital Corporation

In plannmg and performing our audit of the financial statements and supplemental schedule of
Tn Equa Capital Corporation (the Company) for the year ended January 31, 2007, we considered
its internal control, including control activities for safeguardmg securities, in order to determine
our auditing procedures for the purpose of expressing our opinion on the financial statements and
not to provide assurance.on internal control.

Also, as required by Ru]e 17a—5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company 1ncludmg tests of
compliance with such practices and procedures that we considered relevant to the objectives
stated in Rule 17a-5(g) in making the periodic computatiors of aggregate indebtedness and net
capital under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions
of Rule 15¢3-3 Because the Company does not carry securities accounts for customers or . :
perform custodial functions relating to customer securities, we did not review the practices and .-
procedures followed by the Company in any of the following:

(1) Making the quarterly securities examinations, counts, verifications and comparisons and
recordation of differences required by Rule 17a-13.

(2) Complying with the requirements for prompt payment for securities-under Section § of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
respon51b111ty, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph, and to assess whether those practices and procedures can be expected to
achieve the SEC's above-mentioned objectives. Two of the obJecnves of internal control and the
practices and procedures are to provide management with reasonable, but not absolute, assurance
that assets for which the Company has responsibility are safeguarded agamst loss from
unauthorlzed use or disposition, and that transactions .are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Donald L. Allen * R. Lee Haight * Thomas F. Monaghan * Jay W. Donovan * Mark C. Tackmann

2302 Marr'in, Suite 475 * Irvine, CA 92612 « (949) §852-9433 « FAX (949) §52-9620 * www.ahmcpas.com
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Because of inherent hmltatlons in internal control or the practices and procedures referred to
above error or fraud may oceur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
condmons or that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarlly dlsclose all matters in internal control
that might be material weaknesses under standards established by the Amerlcan Institute of
Certlﬁed Public Accountants. A material weakness is a condition in Wthh the design or
operatlon of one or more of the internal control components does not reduce to a relatively low
level .the risk that misstatements caused by error or fraud i 1n amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely
perlod by employees in the normal course of performing their assigned functions. However, we
noted no matters mvolvmg internal control, including control activities for safeguarding

'securmes that we consider to be material weaknesses as deﬁned above.

We dnderstand that practlces and procedures that accomphsh the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for lts purposes in
accordance with the Securmes Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects 1nd1cate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures were adequate at January 31, 2007 to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC the National Association of Securities Dealers, Inc. and other regulatory agencies that
rely on Rule 17a-5(g) under the Securities Exchange Act of ! 1934 in their regulation of registered
brokers and dealers, and is not intended to be and should not be used by anyone other than these
SpeCIiﬁed parties.

March 12, 2007




